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MEMORANDUM OF UNDERSTANDING BETWEEN 
BURBAU OF FEDERAL CREDIT UNIONS, CENTRAL 
INTELLIGENCE AGENCY, AND NORTHWEST PRDERAL 

CREDIT UNION (Charter No. 3002 


Because of the substantial involvement of many raembers of Northwest 
Tederal Credit Union in matters heving significant effect tpor the national 
security, informal understandings have becn in effect for a nuniber of years by 
which the Buresu cof Federal Credit Unions, in the interest of supporting the 
Central Intelligeace Agency's need to suteld such information, has subordinatea 
some of its normel prerozatives and statutory reeponsibilities as the supervising 
authority of Federal credit unions with respect to the Nortinvest Federal Credit 
Union. 


it appears that the interests of CLA, BFCU, and he members of the 
Northwest federal Credit Union now require a delineation of the arcas of 
responsibility to be assumed by the three organizations as dicy relate both to 
the credit union an to cach cticr. 


The major limitation imcsed ugen the Bureau of releral Credit Unions 
because of the Agency's security sreceutions is the preclusion of vorification of 
Gata independently and directly with the credit union cnemoecrchip. In the absence 
of an effective alternative, the effect could be the uullificetion of cthey cxamina~ 
tion procedures. it should also be clearly understood that certain vestrictions 
imposed by the Apency upon normel cnerating practices of the credit union 
could adversely affect the financial interests of the credit union members. 


In order to properly acknowledge the interests of all concerned, itis 
appropriate that there ve a division of certain responsbbilities as follows: 


os 


L. While the’Bureaz of Federal Credit Unions will continue 
its policy of not permitting its employees to penetrate the security 
yxotection that would be invelyed by direct accoum verification 
with Noriiwest Federal Credit Union members, the Central intel- 
ligence Agency, the beard of directors and the supervisory com~ 
raittee of the Northwest “ederal Creciit Union will ecsume full 
recpousivility for verWicetion, ac required by the Federal Crecit 
Union Act of the supervisory comrittee, or ag mpy be ncedeu by 
the Bureau of Federai Credit Unions in any particilar instance. 

In cases where positive assurances that verifications have 2een 
made are deemed necessary by the Bureau of Federal Credit Unions, 
certification to this effect will be provided by either the credit union 
supervisory coviraittee or the Apency- 
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4, in ocdsr thar exau inations or other dontacts wich the 
credit unica by the Buresu of Federal Svedic Undons shall be on a 
surprise basis, and without scior notice to the credit union operating 
stat, che Gureay staff will be irdinectately escorted to the credit 
union by a iwembes of the Agency's security staf’, 


: : 2. ‘She Agency and the credit union Supervisory committce 
Will periodically, and net less frequently than anaually, review and 
evaluate the Avency and credit union internal controls applicable to 
credit union transactions and verifications conducted through Apvency 
intermediaries between the merpbers and the crédit union. The 
Agency's intermediaries shall act as ageats of the Agency, net as 

' agents of the credit union members, ; 


“imilar reviews and evaluations will ke made of procedures 
pertaining to any seusitive accounts which do not involve intermediaries, 


“, The Sureau of Tederal Credit Unions will utilize the safe 
to be furnished by CEA for the centrol of classified data received 
from the credit union. ‘These security precautions will also be anplied 
to like date in the BE OU examination yesorts of the credit union. The 
SAMe Security precautions will be ayplied to nortions of the examinatica 
reports which identify the names of crecit union members, or which 
discloge or indicate the umber of members in the credit mton. Such 
imformeation will be accessible only to Bureau of Pederal Credit Unions 
personnel who have received clearance from the Central Intelligence 
Agency except that names of directors, committaemen, and employees 
of the credit usion will continue to be available to any BYCU stare 
having need of the informatton, 


3, Northwest Mederal Credit Union will comoly with require - 
° ments established Dy BeOG for Federal credit unions and will fellow 
ali normally accepted business practices except where Agency security 


vequirements make modificatious muavoldable, 


6. ‘he Central Intelligence Agency recognizes ite responsibility 
tO protect the credit union members from those losses which would 
have a stonificaut effect upon the financial position of the credit union 
and which cccur as a direct result of the enplication to the credit union 
of security requirements which prevent the credit-union from avolding 
such losses through normal business practices. Recoonition is given to 
the fact that the credit union derives benefits from assistance and 
services provided by the apency and these stipulations are not intended 
to bind the Avency to protect the credit unica front an vecestiona! minor 
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loss that may be related to the application of some security re- 
strictions. Exariples of existing restrictions waich could increase 
the likelihood of either miaor or significant losses are: 


a. The credit union may not utilize repular commerc 
ywethods in securing certificates of tide and evidence of insur- 
ance for personal property pledged as security for loans. 


These restrictions pertaining to establishing the 
credit union's claim fo property asainst third persons also 
handicaps the Bureau of Federal Credit Unions tn determining 
thet loans which must have security are in fact adequately 
secured as required by the Federal Credit Union Act, 


The Bureau of Federal Credit Unions will recognize 
these restrictions and will consider loans made under such 
restrictions as adequately secured provided the Agency agrees 
as stared before, to protect tie credit union froin losses occurring 
as a direct result of such restrictions. 


b. Since the Credit Union may not employ collection 
agencies or leg procedures to collect delinquent loans without 
the Agency's eporevel of the procedures and the flrm or persons 
employed to seck recovery, the Agency agrees to indemnity the 
credit union for any losses on loans outstanding to such delinquent 
borrowers which result from failure to have access to normal 
collection procedures. 


c, fhe Agency's permission ts required befcre a claim 
is Tiled under the credit union’s surety bond. in those cases In 
which the withholding of such permission would nullity the effect 
of the surety boud coverage (financial protection) which the Bureau 
requires under the Federal Credit Union Act and formal Rules 
and Regulations, che Agency ayrees to relmburse the credit union 
for any surety bond claim which the credit unton would otherwise 
normaily collect from the surety. 


a. Indernnification oy the Agency in accordance with 
the above will be the subject of negotiations between the NWECuU 
and tue gency in iighy of the facts of the given case. It is under- 
stood tat the amount of tnaceronification will ast necessarily be 
fags 


the total amount of tre loss Incurred by the NVWICU but, cether, 
will reflect the beet Judgment of the Agency and the NWrCU as 
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tO waat amount ef the actual loss covld nave béen recovered 

had the NWPOG geen allowed to follow normal credit union prace 
leas 

COS. 


in veccenitiou of the need for oretecting national secu: neh the Ceutral 
intelligence Agency, the Nortuwest Vedoral ¢ Gredi¢ Union, ex 23 Bureau of 
Vederal Credit Unions acree tu tie Sorc couloir axveas of regents Ulty spec tfierlly 
Mentional above for cach of the farce ersanis MBN S and are ou indicating such 
ageectieut by having affixed below tre sign za of the three officials who can 
dind the said three orranications .. 
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